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WPITOTS mroblens and Delstions with the Nureau of Intermal Hevonue

1. The history of the participation by Intermal evemie in clandestine
problems is oullined telow:

a. As far bhack as 1553 discugrions were held with the Cowrdee
sloner of Mternal ‘evwmme snl the Di-ector of 070, Assurances of
cooperation ad ascistence were nade snd culminated in a workcing
relatd enshiy botween the General Coumsells office, 0I%, and Mr.
Perey Sherwoad, who was Chiof of ene of the Audii feview Mivizione,
Those arraagemen. : were cvidenced by letters dated 2% Jammary 15LL
and & Pebraary 1945,

be Ty letter datod 26 Decerber 19L6, the Direetor, 50U, con-
firmed cxieting arrangesents with “r, J. ¥, *armer, who mcgecded
r, Parcy Sherwood. That letter dealt with bhe procedures whereby
income tax returmns and withholding taxes would be filed. The pre-
vious arraagesents hal incladed this adject, together with assarecos
as to other types of problems which night have arisen.

¢. In the early part of 1948 procedures relating to the filing
of withholding taxes ware diseussed with Mr. Tobert C, Loker, Chilcf
of the Hage smd xeise Tax Division in 7altimore, Iy letter dated
30 January 1948 a permmnent srrangsment was estallished whereby C0v
would file withholding taxr and forms with the Duresi. The proeedire
wan designed to reduce the securdty hasard of the withholding re-
turne to a minimm. That arrangement L= xtill in effect and is
working well.

de Tn the a1l of 1949 it s deemed necensary to review the
methods and procndures whereby tax problems wers handled Ly Oils
The matter was discussed on a preliminary basis with M¥r. Jos-vh 2.
‘alomsy, then Chief Coorlinater, Treasury fnforcement Azencles,
Subsequently, » neeting was arranged with I, Thonrs 7. Allmoon,
igeistant to the Comdasioner of the Purean of Intomsl wiemme,
1lso presemt wac ¥r, Kemnedy . ¥abtkine of the Office of the
'maistant Secrotary of the Treasury. At that time the varioms tyes
of vroblems which confronted CIA were dimcussed and roposals were
advaeed for gols those preblems. It was agread finally that the
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mler existing lawe A3 a rosult of that meeting, z new lialson w.o
ogtablished with Dn, Atkeson, ‘pscial Asaismtant to the Comlssionor,
and the audit Divimions ne longer were used as a chmnel. This

arrangement did not disturh the procedurns esia lished with "7, Laler
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g, In adlition to the varioms procedures vhich bave “een a‘mlﬂz iy Fome
type of legislative relief has been considered, ‘oth in UIA and by tho Duresu.
To date no workable and secure anproach to legislation in this ficld has teen
found, However, the problems ocourring in this fleld generzlly are of the
type requiring sppropriate solutions adapted to ihe rarticnlar situation or
circumstences, and no single solution or actiom vdll automatically solve sll
problems, ©ssentlally it iz a matter of protecting socurity consistent with
the entire framework of the Internal Revenme Act,

6. Upon reviewing the atove, it can be seen that the Buresu pleces a
great éml of relimnce upom the &:éaacy-’s statements »s to facts, inelading
specific smounts paid, Also, the Pureaun places = aimilar reliance apon the
security Justifications advanced by CIA wherein the Pureau is recueniad teo
accord our prablems speelal handling, That relience by the Buresu nlaces
upan CIA & heavy responsibility o stale accurately all facts and not reguest

unjustified special handlin i
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